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Study on the Market Effect of Network Neutrality Regulation
in Korea
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ABSTRACT

This study empirically analyzed the effect of network neutrality regulation on the investment of domestic
Internet Service Providers (ISP) and the number of broadband Internet subscribers. Prior studies on net
neutrality were mainly approached by economics, and the results were mixed with pros and cons. This study
empirically analyzed the impact of net neutrality regulation on the domestic market, and comprehensively
confirmed the theoretical approach and empirical results. It was empirically analyzed whether there has been
change in ISP investment and number of subscribers after regulation began in 2011. We employed FEM and
System GMM in empirical analysis and confirmed that ISP investment decreased after the net neutrality
regulation, and thus the number of broadband Internet subscribers also decreased. This study is differenciated
from others in that it presented empirical results for the contradictory pros and cons of theoretical approaches
in the absence of empirical studies on net neutrality regulation. This results also suggest political and practical

implications where media market changes and the needs for network advancement increases.
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Year CAPEX | Fixed suball | Fixed sub R | Ratio
2001 0.09 7,391 2,420 33%
2002 0.10 9,243 1,040 11%
2003 0.08 9,810 768 8%

2004 0.06 10,321 895 9%

2005 0.06 10,327 1,386 13%
2006 0.07 11,281 3,136 28%
2007 0.10 11,963 4,743 40%
2008 0.10 12,466 6,296 51%
2009 0.13 13,321 7,579 57%
2010 0.22 14,199 9,135 64%
2011 0.13 14,824 9,942 67%
2012 0.12 15,174 10,625 70%
2013 0.11 15,564 11,442 74%
2014 0.12 15,954 12,278 77%
2015 0.10 16,848 13,447 80%
2016 0.10 17,034 14,082 83%
2017 0.09 17,693 15,006 85%
2018 0.09 18,025 15,843 88%
2019 0.16 18,715 16,837 90%
2020 0.14 20,177 17,949 89%
2021 0.12 20,794 18,850 91%

F: 1) CAPEX AR Falgol(A[4] 2|22 ib), Fixed
Suball Z11%:lE]l 7131x} 43 xDSL+HFC+LAN+
FTTH), Fixed Sub R #HAl ZuZ:<lelyl 718ix} 4
(LAN+FTTH), Ratio: A A 2741l 7|81=15= S|
A FAIRHLANFTTH) Zadlejdle] 7ilals vl
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21 1. CAPEX A
Fig. 1. Trends of CAPEX
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9 7k Aol §I3A1E HaAT Ak, Felge W
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FTTH) Z350eyl o] nlgoe] Al et 73]
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(Ratio)°] 2001 33%°l|4 2021d 91% = Z1159]

2. 7| ZEARAAT}
ble 2. Descriptive Statistics

Ta

Variables |Mean| STD | Q1 | Q25 | Q50 | Q75 | Q99

CAPEX 0.11 | 0.07 [-0.02| 0.08 | 0.10 | 0.12 | 0.46

Fixed_Sub [14.35| 1.42 | 9.39 |13.72|14.70{15.2816.03

Regulation | 0.50 | 0.50 | 0.00 | 0.00 | 0.50 | 1.00 | 1.00

SIZE 23.40| 0.70 |21.54|23.20|23.64|23.91(24.19
OCF 0.24 | 0.09 | 0.03 | 0.18 | 0.23 | 0.29 | 0.49
LEV 0.54 | 0.10 | 0.34 | 0.46 | 0.54 | 0.59 | 0.91
ROA 0.05 | 0.05 [-0.20| 0.02 | 0.04 | 0.07 | 0.15

F:1) CAPEX ARA  FARgA(RREA A EN FAMD,
Fixed_Sub. Z=351Eldl 7]iAF o] Apelea,
log(LAN+FTTH), Regulation: %33 A1,
20114 ©]FH 1, oh®l 09l YRS, SIZE 7|
AFE(EAMTS] AAR Y, OCF <o o
g+ AFEE(OCF/Sales), LEV H-AR]E&(F5-/%
A, ROA FAPte] ol &(7 1]l FAMD
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Table 3. Correlations
f ’;‘SZC’;PE C/‘g & C;‘: A I:Z'f;: SIZE| OCF| LEV| ROA
f;};ed- 0267|024 0.177(0.677(0.63™| -0.02 |-0.36™-0.34™
CAPEX; |0.14 0.287/0.25" | 0.12 |0.26™| 0.06 | -0.07 | 0.07
CAPEX,; | 0.15 |0.62™" 0.28710.28(0.28™| -0.12 | 0.08 | -0.13
CAPEX; | 0.10 |0.44|0.62"™ 0317|028 0.05 | 0.10 | -0.11
Regulation|0.75( 0.23"|0.26™|0.26™ 0.49™| -0.10 | -0.08 |-0.36™
SIZE 0.76™| 0.04 | 0.04 | 0.04 [0.51™ 0.3771L0.517 0.06
OCF 0.01 | 0.17 | 0.15 | 0.16 |-0.06 0.37" 10.5410.59™
LEV 0.19| 0.01 | 0.05 | 0.01 | 0.00 }0.36™0.53™] 10.58"™
ROA 10.527( -0.08 | 0.09 | 0.05 [0.557|-0.2670.48"0.48™]
F:1) A7 e Feles AWAS ol 2sefrt
Ay A| 2

2) *, wx ek 242k 1%, 5%, 10% frelES 2%
Bl e FHAls) o] Folzl Zlog EelEc)

<3 2> £ ATl AR Mgl g 7 x2%
AeFs Bl ook FFEEFTE Bbshe 3
HHAFEEOCHS FTA o2 wiZEe] 24%5 e}
ol AR E(LEVS $AMES] 54%Q Zo= 2]l
ok TR E(ROA B3 5% =, T 5%
Prlee]d o AdA7|a gl
<X 3> FaHlg 2 AR AeE He
ot AR FAHCAPEX = olAle] AREA Fab
(CAPEX,; CAPEX )%} °f(+)2] A=3A|(ZH2 0.28
7025 )5 B, $A] AEA At 1d ol &
a¥= 545 U 5 glrk ZaEIE 71siak
IH(Fixed_sub) e AFEA FAFNCAPEX 3} <H+)2]
A1A10.26, 95% A7 e 22 F]l¥ir).

<X 4> AR W A A o)A o] %
2 pre] T 2 Aol (ttesn & AR A

%

o

Pre-Reg | Post-Re
ulation | gulation

CAPEX 0.10 0.12 0.02 095 | 0.3438
Fixed_Sub| 13.35 15.25 1.90 7.08 | <.0001

Variables Diff. tvalue | Pvalue

SIZE 23.06 | 23.75 0.69 4.56 | <.0001
OCF 0.24 0.23 -0.02 -0.81 | 0.4187
LEV 0.55 0.53 -0.02 -0.64 | 0.5271
ROA 0.06 0.03 -0.03 -3.05 | 0.0033
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Table 6. Results of Model 2
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